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1.
Introduction
This document contains a brief summary of the audit outcomes for the department of Performance Monitoring and Evaluation (DPME) and the National Youth Development Agency (NYDA).

2.
Audit opinion history
2.1 Audit opinion history for DPME and NYDA

	Audit opinion DPME 
	11/12*

	Unqualified
	

	Other matters
	

	· Predetermined objectives 
	X

	· Compliance with laws and regulations
	X


*New department only effective as from 1 April 2011

	Audit opinions NYDA
	10/11
	11/12

	Unqualified
	
	

	Other matters
	
	

	· Predetermined objectives
	
	

	· Compliance with laws and regulations
	X
	X

	Emphasis of matters
	X
	X

	· Material impairments 
	X
	X

	· Irregular expenditure/ fruitless and wasteful expenditure 
	X
	X

	· Restatement of corresponding figures
	X
	


*Entity only effective as from 1 April 2009
	AUDIT OPINION

	 
	CLEAN AUDIT OPINION: No findings on PDO and Compliance

	 
	UNQUALIFIED with findings on PDO and Compliance

	 
	QUALIFIED AUDIT OPINION (with/without findings)

	 
	DISCLAIMER/ADVERSE AUDIT OPINION


Emphasis of matters 2011-12:

Material impairments

· Material impairments R24 million (2010-11: R38 million).  Total impairment on the loan book amounts to R161 million.
Irregular expenditure

· NYDA incurred irregular expenditure of R133 million (2010-11: R68 million).  The R133 million represent 69% of total expenditure that were not subject to correct supply chain management processes.
3. 
Key focus areas
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3.1 Supply Chain Management

	Entity
	Finding
	Root Cause
	Recommendation

	DPME
	No findings in the audit report
	N/A
	N/A

	NYDA
	· Goods and services with a transaction value below R500 000 were procured without obtaining the required price quotations.

· Goods and services of a transaction value above R500 000 were procured without inviting competitive bids.

· Deviations were approved by the accounting authority even though it was not impractical to invite competitive bids.

· Contracts and quotations were awarded to suppliers whose tax matters had not been declared by the South African Revenue Services to be in order.

· Contracts and quotations were awarded to bidders who did not submit a declaration on whether they are employed by the state or connected to any person employed by the state.

· Contracts and quotations were awarded to bidders based on points given for criteria that differed from those stipulated in the original invitation for bidding and quotations.

· The preference point system was not applied in all procurement of goods and services above R30 000.
	· SCM policy not in lined with all the SCM related laws and regulations.

· Action plans are inadequate or not implemented correctly to address PY matters reported.

· Internal audit not functioning effectively to make recommendations on internal controls to Accounting Authority.

· Lack of accountability of management responsible for SCM.

· Lack of understanding of laws and regulations resulting in incorrect interpretation.
	· An irregular expenditure report must be compiled monthly by the unit heads.  The unit heads must declare irregular expenditure incurred or not and sign off on these reports.  

· Internal audit must validate these reports and the CFO must report monthly to the Accounting Officer and the Audit Committee.  The Audit Committee and the Accounting Officer must then report quarterly to the Executive Authority. 

· Management should ensure that SCM policies and procedures are in line with the laws and regulations of SCM to ensure compliance.


3.2 Predetermined Objectives

	Entity
	Finding
	Root Cause
	Recommendation

	DPME
	Usefulness of information

· The National Treasury Framework for managing programme performance information (FMPPI) requires that the time period or deadline for delivery be specified. A total of 45% of the targets relevant to Programme 2: Outcomes Monitoring and Evaluation and Programme 4: Public Sector Administration Oversight were not time bound in specifying a time period or deadline for delivery. This was mainly due to the fact that targets were not suitably developed during the strategic planning process.
	· Targets were not suitably developed during the strategic planning process as they were a new department.
	· The strategic plan should be revised to conform to the SMART principles.

	
	· Of the total number of 75 planned targets, only 46 targets were achieved during the year under review. This represents 39% of total planned targets that were not achieved during the year under review. This was mainly due to the fact that indicators and targets were not suitably developed during the strategic planning process.
	· The department are newly established and were not fully established in terms of systems and resources.  
	· Adequate planning should be done when the strategic plan is compiled to ensure that targets are achieved.

	NYDA
	N/A as no findings in the audit report
	N/A
	N/A


3.3 Human Resources

	Entity
	Finding
	Root Cause
	Recommendation

	DPME
	· Persons in charge at pay points did not always certify that the employees receiving payment were entitled thereto, as required by Treasury Regulation 8.3.4.
	· Delegations for paypoints not finalised.
	· Finalise the delegations and management responsible for payroll certifications should be held accountable where non-compliance is noted.  

	NYDA
	· N/A as no findings in the audit report
	· N/A
	· N/A


3.4 Information Technology (IT) Controls

	Entity
	Finding
	Root Cause
	Recommendation

	DPME
	· No Formal IT Governance controls.
	· The department is newly estabhlised and shared the Presidency’s IT enviroment while they were setting up their own IT environment.
	· Finalise the establishment of own IT environment.

· IT Policies and procedures should be developed, approved and implemented.

	
	· Inadequate user account management controls
	· 
	· 

	
	· No IT service continuity controls.
	· 
	· 

	
	· No formally approved programme change controls.
	· 
	· 

	NYDA
	· Inadequate security management controls.
	· Lack of clear policies regarding new user and maintenance of user ID’s, security management and service continuity.

· Failure by management to address prior findings in the action plan.
	· Management should ensure that prior year matters are implemented as contained in its action plan.

· IT Policies should be revised to ensure that the all controls are addressed.

	
	· Inadequate user access controls.
	
	

	
	· Inadequate IT service continuity controls.
	
	


3.5 Material Errors/Ommissions in AFS submitted for Audit

	Entity
	Finding
	Root Cause
	Recommendation

	DPME
	· The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 40(1) (b) of the PFMA. Material misstatements of disclosure items identified by the auditors were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.


	· Lack of adequate review of the AFS by those charged with governance.

	· Management should ensure that AFS are prepared regularly (monthly vs Quarterly).

· These AFS should be reviewed by the governance structures i.e management, internal audit and audit committee.

· The AFS prepared should be adequately supported by substantiating evidence to corroborate validity, accuracy and completeness thereof.

· AFS which are submitted must be the final set approved by the leadership and supported as referred to above.

	NYDA
	· The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 55(1)(b) and 55(2)(a) of the PFMA.  Material misstatements of non-current assets, current assets, liabilities, revenue, expenditure and irregular expenditure identified by the auditors in the submitted financial statement were subsequently corrected, resulting in the financial statements receiving an unqualified audit opinion.


	· Lack of adequate review of AFS by those charged with governance (no audit committee at year end) 

· Action plans are inadequate or not implemented correctly to address PY matters reported.
	


3.6 Financial Health Status

	Entity
	Finding
	Root Cause
	Recommendation

	DMPE
	N/A
	N/A
	N/A

	NYDA
	N/A
	N/A
	N/A


3.7 Other non compliances

	Entity
	Finding
	Root Cause
	Recommendation

	DMPE
	N/A
	N/A
	N/A

	NYDA
	Audit committee

· The annual report for the year under review did not include the audit committee's comments on the effectiveness of internal controls as well as on their evaluation of the financial statements, as required by Treasury Regulation 27.1.10

· The audit committee did not review the adequacy, reliability and accuracy of the financial information provided to management and other users, as required by Treasury Regulation 27.1.8(d).
	· At year end there was no audit committee as majority of the members resigned during the year and other members contracts came to an end.  
	· Appoint an audit committee as a matter of urgency.

	NYDA


	Asset management

· Proper control systems to safeguard and maintain assets were not implemented, as required by sections 50(1)(a) and 51(1)(c) of the PFMA.
	· Lack of a proper control system to safeguard and maintain an asset register.
	· Monthly reconciliations between the financial system and the asset register.

· Quarterly asset counts.

· An asset report must be compiled monthly by the CFO.  
· The CFO must report monthly to the Accounting Officer and the Audit Committee.  The Audit Committee and the Accounting Officer must then report quarterly to the Executive Authority.

· Internal audit must validate these reports. 

	
	Budget

· The accounting authority did not submit quarterly reports on actual and projected revenue and expenditure to the accounting officer of the Presidency, within the timeframes as required by Treasury Regulation 30.2.1.
	· Management has not implemented sufficient monitoring controls to ensure compliance with the Treasury Regulations.


	· A report on compliance with the Treasury Regulations must be compiled monthly by the CFO.  
· The CFO must report monthly to the Accounting Officer and the Audit Committee.  The Audit Committee and the Accounting Officer must then report quarterly to the Executive Authority.
· Internal audit must validate these reports.

	
	Revenue management

· The accounting authority did not take effective and appropriate steps to collect all money due, as required by section 51(1)(b)(i) of the PFMA and Treasury Regulations 31.1.2(a) and 31.1.2(e)
	· Implementation of the NYDA loan management system (T24), has not been operational in the current financial year due to Information Technology issues that have been experienced with the upgrading of the system. 
· NYDA did not perform certain controls to ensure the recovering of long outstanding instalments.

· Providing loans without following all the correct processes and completing the required supporting documentation.

· Loans provided to individuals with poor credit history.
	· Finalise the implementation of the Loan management system.

· A loan/debt management report must be compiled monthly by the CFO regarding the measures implemented to recover all outstanding loan instalments.  
· The CFO must report monthly to the Accounting Officer and the Audit Committee.  The Audit Committee and the Accounting Officer must then report quarterly to the Executive Authority.
· Internal audit must validate these reports.

	
	Compliance with the National Credit Act 
· The NYDA, registered in terms of the National Credit Act (NCA) as a credit provider, did not submit its annual report to the National Credit Regulator (NCR) by the deadline stipulated by the NCR, thus not complying with the requirements of section 52(5)(f) of the NCA.

· The NYDA did not reflect its registered status and registration number on all its credit agreements and communications with consumers as required by section 52(5)(b) of the NCA.
	· Management has not implemented sufficient monitoring controls to ensure compliance with the NCA and other requirements from the NCR.


	· A report on the compliance with the NCA must be compiled monthly by the CFO.  
· The CFO must report monthly to the Accounting Officer and the Audit Committee.  The Audit Committee and the Accounting Officer must then report quarterly to the Executive Authority.
· Internal audit must validate these reports.


4.
Other concerns

The board’s term can to and end at year end and to date no board has been appointed as yet.  The CEO is currently also acting chair of the Board 

5.
Other Matters of interest 

(a)
Unauthorised expenditure: 

No unauthorised expenditure incurred DPME and NYDA.

(b)
Fruitless and wasteful expenditure: 

DPME - No material fruitless and wasteful expenditure. 

NYDA – R1,4 million

(c)
Irregular expenditure: 

	Auditee
	Irregular expenditure

	
	Movement
	Amount
R
2012
	Amount
R
2011

	1
	Department of Performance Monitoring and Evaluation
	
	R1,6m
	R0m

	2
	National Youth Development Agency
	
	R133,2m
	R67,6m


6
Other AG Reports

Investigation:

No investigations are currently underway as undertaken by the AGSA.
Performance Audits:

No performance audits are currently underway as undertaken by the AGSA.[image: image2.png]
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